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It could be said that workers’ com-
pensation insurance and third-
party administration fees, for their

respective price tags, offer organiza-
tions something far greater than just
necessary coverage and/or service—
they also offer peace of mind for the
wellness of employees. Organizations
today face more pressure than ever to
increase business, control costs where
ever possible and improve bottom-line
results. So how can organizations save
money and trim costs on workers’
compensation and also get every bit of
that intangible peace of mind?

One answer lies in Pharmacy Benefits
Management (PBM), a tool that is
seldom understood or fully leveraged
as a significant opportunity to help
manage the rising pharmacy costs of
workers’ compensation. Yet the data
regarding pharmacy costs in workers’
compensation are staggering: 

� Pharmacy costs for prescription
medications account for 12 to 16%
of an employer’s total cost of work-
ers’ compensation insurance—a
percentage that has grown annually
over the last decade.

� According to a 2009 workers’ com-
pensation pharmacy report prepared
by PMSI, a full-service provider of
pharmacy services devoted exclusive-
ly to workers’ compensation, the
average wholesale price of prescrip-
tion medications increased more
than 6% from 2007 to 2008. The
rate of standard economic inflation
for the same period was just 4%. 

� National Council on Compensation
Insurance (NCCI) data indicates
that costs associated with prescrip-
tion medications and medical prod-
ucts and supplies make up more
than 50% of total medical spend of

workers’ compensation claims, par-
ticularly as claims age.

Therefore, one of the surest ways to
control, and perhaps reduce, your
total workers’ compensation cost is to
make certain your insurance carrier or
TPA works with an effective, results-
driven PBM to ensure appropriate
spending on pharmacy and quality of
care. Consider the top 8 ways a PBM
is capable of producing significant
cost savings and quality service.

Discounted Rates on
Prescriptions

Through established direct contracts
with national retail pharmacies, phar-
macy benefits management programs
can negotiate significantly discounted
rates on prescriptions for your injured
workers. These discounted rates can
achieve from 15 to 25% savings below
fee schedule or Usual and Customary
(U&C) rates, which can translate into
significant savings for your organiza-
tion. The discounted rates also apply
to mail-order prescriptions and gener-
ic conversions.

Maximizing Network
Penetration 

A pharmacy network is a group of retail
pharmacies that provides discounted
rates on prescriptions negotiated by
your PBM. Providing your injured
workers access to an expansive phar-
macy network is one of the primary
ways of controlling pharmacy costs, as
their prescriptions will be filled at the
pharmacies’ discounted rates.  

Pharmacy “network penetration”
refers to the percentage of billed pre-
scriptions that are processed by phar-
macies within the network. The high-
er your organization’s network pene-
tration rate is, the greater your oppor-
tunities to save on prescription med-
ications will be. 

Effective PBMs employ strategies to max-
imize network penetration, including:

� Proactive first fill programs to help
reduce the incidence of first fill
claims from “slipping” to third-
party billers who generally bill
claims at standard retail values
without discounted rates.

� Partnerships with national phar-
macy chains to drive in-network
penetration by assuring retail
pharmacies are close to the prox-
imity of injured workers.

� Out-of-network bill conversion pro-
grams which convert out-of-net-
work transactions into network. 

Generic 
Conversion

Through generic conversion programs,
your business can realize significant
cost savings while maintaining clinical
quality. Generic transactions represent
approximately 65% of prescriptions,
and with generic cost differentials of
20 to 40% lower than brands, substan-
tial savings opportunities exist. 

Conversion programs can include real-
time measures to drive generic utilization: 
� Prospectively – In states that permit

the use of generics, PBMs can
block the brand medication at the
point of dispensation and guide the
pharmacist to migrate to the lower
cost generic medication, unless pro-
hibited by physician designation of
medical necessity. In those states
that do not have a generic mandate,
the PBM provides information to
pharmacists regarding generic alter-
natives and encourages them to
inform injured workers about the
lower cost alternative. 

� Retrospectively – Prescribers des-
ignating a significant portion of
their prescriptions as brand med-
ications are identified and targeted
for intervention to encourage
generic utilization. Similarly,
injured workers who request
brands rather than generic equiva-
lents can be contacted for inter-
vention within the confines of
state direction of care guidelines. 
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Appropriate Use 
of Mail Service

PBMs that provide a mail-order
option for prescriptions can also help
control pharmacy costs and provide
convenience for your injured workers.
Mail-order pharmacy for workers’
compensation has proven to achieve
an industry benchmark of 8 to 12%
cost savings over traditional retail
environments, and advanced mail-
order programs can achieve a 20 to
25% cost savings. Mail service is espe-
cially suited for injured workers with
chronic conditions and long-term
medication needs, as prescriptions are
delivered directly to their homes.

Mail-order conversion programs are
designed to drive significant mail-order
utilization by injured workers. The
conversion process begins with identi-
fying appropriate candidates and
includes working with the insurance
carrier/TPA and employer to customize
the selection criteria. Candidates can
also be directly referred by the employ-
er. Following identification, a multi-
pronged approach is initiated, which
includes outreach to the injured work-
er by telephone or mail. If needed,
claims adjuster approval is secured
prior to initiating contact with the can-
didate. Once the injured worker
agrees, prescribing physicians are con-
tacted to provide a new prescription for
mail-order fulfillment. 

Customizable 
Formularies

A formulary is a list of prescription
drugs that are covered by your organiza-
tion’s workers’ compensation program.
The prescriptions on a formulary are
based on their effectiveness, safety and
price relative to other prescriptions on
the market. Workers’ compensation is
different from group health and, as
such, there is a need for formularies
specific to workers’ compensation. 

An established formulary will be well
researched and thus able to help con-
trol and monitor prescription utiliza-
tion, duration and cost. PBMs offer
clinical pharmacists on staff responsi-

ble for developing and maintaining
workers’ compensation-specific for-
mularies, often working in conjunc-
tion with an independent pharmacy
and therapeutics committee made up
of practicing physicians. 

Effective Utilization
Management

Considering that Express Scripts esti-
mates that from 2009 through 2012,
overall utilization will increase
between 1 and 2.1% each year, an
effective PBM should have online,
real-time tools for utilization manage-
ment. An interactive reporting plat-
form can retrieve and analyze program
trends, as well as critical claims,
enabling claims adjusters to make
more informed decisions instantly.
Many PBMs today offer claims
adjusters drug outcome tools that
assist with drug utilization review,
interactions and appropriateness of
medications to provide better real-
time clinical support.

Utilization is currently trending
upward as the prescribing patterns of
physicians are changing in step with
new standards of medical practice.
This is evident in medical treatments
evolving from single drug therapy to
multiple drug combination approach-
es. Additionally, medications are also
being prescribed earlier in, and for
more extended periods throughout,
injured workers’ recoveries. While it is
difficult to alter or influence the pre-
scription patterns of physicians, ele-
ments of your pharmacy program, such
as its formulary and clinical review
process, can help to control utilization.

Innovative Clinical
Management

The PBM should have clinical reviews
and system alerts to help ensure imme-
diate communication takes place when
potential emergencies or treatment
complications occur. Ideally, communi-
cation should also be a natural and
daily component of your insurance car-
rier/TPA’s program. There is always an
opportunity to educate an injured work-
er on treatment options, the side effects

of prescriptions and the importance of
follow up with their care providers. The
more often injured workers and the
specialists directing and providing their
care interact, the greater the likelihood
for smoother, quicker recoveries.

In some states, the workers’ compen-
sation carrier/TPA is not able to direct
where injured workers’ receive their
care. As such, injured workers may
receive care from any number of clin-
ics, hospitals, health systems or doc-
tors, which may result in an injured
worker being prescribed multiple
medications for multiple ailments. 

Clinical reviews should be performed
by the PBM’s doctors of pharmacy
(Pharm.D.) to examine an injured
worker’s total system of care and also
help to monitor and control utiliza-
tion. These reviews will show if med-
ications are unnecessarily prescribed
or over-prescribed and if multiple pre-
scriptions are unknowingly prescribed
with potentially harmful interaction
effects. Beyond helping to reduce uti-
lization and manage appropriateness,
clinical reviews help to ensure that
injured workers’ treatments are aiding
their recovery rather than impeding it,
thus promoting return to work.

Insightful Data 
& Reporting 

Effective PBMs provide insightful
analysis to insurance carriers and
TPAs. With flexible web portal report-
ing providing dashboards, scorecards
and graphs, PBMs now offer greater
insight into program performance.
These capabilities include:
� Dedicated team members specializ-

ing in informatics (the study of how
information is processed) who can
provide detailed program reporting. 

� Executive level quarterly reports
form the basis for dialogue on key
issues and opportunities.

� Ad hoc reporting to support individ-
ual needs and specific programs.

� Customized strategic initiatives
based on the analysis of program
trends designed to improve your
organization’s costs.
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� Ability to focus on the percentage of
injured workers that drive the major-
ity of cost helps drive programs to
address utilization and cost. 

Conclusion
The most successful workers’ compen-
sation programs can offer advanced
solutions which allow improved insight
into the complete medication and
treatment profile for injured workers.
While the peace of mind that comes
with workers’ compensation is intangi-
ble, a strong Pharmacy Benefits
Management solution as a component
of the program can also bring tangible
and measurable savings. 

Pharmacy costs are rising annually
and an effective PBM can help to
keep them under control while ensur-
ing quality care for injured workers. Is
your PBM achieving as much as pos-
sible for your injured workers and
your organization’s bottom line? Now
may be the time to revisit your pro-
gram and find out.

References - “Express Scripts 2008
Workers’ Compensation Drug Trend
Report.” Express Scripts. April 2009.
http://www.expressscripts.com/indus-
tryresearch/industryreports/drugtren-
dreport/2008/workerscompensation/dtrFi
nalWorkersCompensation.pdf.

Foster, Matthew, PharmD, BCPS.
“Trends and Strategies for Controlling
Drug Costs in Workers’ Compensation.”
Powerpoint presentation on 2009 PMSI
Workers’ Compensation Pharmacy Trend
Report. July
2009.

Highly regard-
ed in the
Managed Care
industry, Tina
Preisig has 30
years’ experi-
ence in the
health care
a r e n a . M s .
Preisig, a Registered Nurse specializing in
Neonatal Intensive Care, earned a Bach-
elor of Science Degree from Northeastern

Illinois Univer-sity with a major in Biology
and a minor in Pre-Med. She also received
an MBA from the Executive Program at
Lake Forest Graduate School of
Management in Illinois.This is a PMA
Companies white paper written in collab-
oration with PMSI. For more information,
go to www.pmacompanies or
www.pmsionline.com.

PBM Checklist

Pharmacy costs are rising annually
and an effective PBM can help to
keep them under control.

Is your PBM using these measures to
help ensure quality care for your injured
workers and protect your organization’s
bottom line?

� Discounted Rates on Prescriptions
� Maximizing Network Penetration
� Generic Conversion
� Appropriate Use of Mail Service
� Customizable Formularies
� Effective Utilization Management
� Innovative Clinical Management
� Insightful Data and Reporting


